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Of Fat and Thin Communists: Diplomacy and 
Philosophy in Western Economic Warfare Strategies 
toward China (and ‘Tyrants, Broadly)* 


In late June of 1950, three weeks after the outbreak of the Korean War, 
the United States government cancelled all pending American exports to the 
People’s Republic of China. Pyongyang had begun the conflict, and it was North 
Korean forces that drove south. Yet policymakers in Washington directed their 
economic wrath against Beijing, hoping the warning shot of economic sanc- 
tions, if coupled with atomic threats, might warn off Communist China’s direct 
participation in the suddenly desperate war. This proved, of course, a tragically 
flawed estimation. Chinese troops launched a surprise assault on General 
Douglas MacArthur’s overextended army in November of that year, rolling the 
American-led United Nations forces, which had only recently clawed their way 
beyond the 38th parallel and near the crucial Yalu River border, headlong back 
down the Korean peninsula. By 1951, therefore, despite innumerable warnings 
and sanctions, Washington had the expanded land war in Asia its leaders had 
always feared. President Harry Truman declared a national emergency in 
response to the Chinese intervention, dramatically escalating his military 
commitment to the conflict. Further economic sanctions soon followed. In the 
ensuing weeks, the Truman administration wholly severed Sino-American trade 
relations; American officials seized all Chinese and North Korean financial 
assets in the United States; and American ships and planes were barred from 
transporting goods of any origin to China or even from calling at mainland 
ports. Washington even banned American products transshipped through other 
countries from China as well." 


*In addition to countless colleagues at varied forums who added to this essay as it grew 
from a thought into a project over several years, my particular thanks go to Theodore 
Bromund, Alan Dobson, Geoff French, Richard Immerman, Walter LaFeber, Jeremi Suri, 
Thomas McCormick, Andrew Preston, Thomas Zeiler, the anonymous reviewers of this 
journal, and especially Katherine Carté Engel for their contributions to bringing these ideas 
to print. None, save the last of this list, bears any blame for the interpretation. Funding for 
this project came largely from Yale University’s International Security Studies and through 
generous grants from the Truman, Eisenhower, and Kennedy Library foundations. 

1. With apologies to neighbors north and south, “America” and “American” will be used 
throughout to refer to the United States of America; so too will “China” be used for the 
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In simple terms, Truman’s policymakers refused to trade with the enemy. 
They had no desire to enhance Beijing’s economy through commerce while 
American troops died trying to roll back Chinese aggression. Neither did they 
want to suffer the domestic ramifications of engaging a despised adversary or 
the diplomatic consequences of conferring upon China’s new Communist gov- 
ernment the de facto recognition that trade relations implied. To trade with 
Mao Zedong’s illegitimate government while fighting its soldiers seemed strate- 
gically and politically foolhardy if not immoral, Commerce Secretary Charles 
Sawyer explained, as “great care must be exercised to prevent any export which 
in any way becomes useful to armies which are taking American lives.” America 
had been China’s greatest trading partner after World War II, the recipient 
of one quarter of all Chinese exports in 1948. For more than a generation 
afterwards, however, Washington’s steadfast embargo ensured that the world’s 
richest country and its most populous country officially exchanged hardly a 
dime’s worth of commerce.’ 

These strategic trade restraints imposed in war and sustained during the 
tense peace that followed differed in scope and intensity from those American 
policymakers directed against the European Soviet bloc. Even after the 1953 
Korean Armistice, successive administrations continued to embargo all forms 
of American trade with the People’s Republic of China, a policy “in contrast,” 
‘Truman’s Economic Cooperation Administration had explained in 1951, “with 
our policy of selective controls towards exports to the European Soviet Bloc” 
of distinct strategic or military value. The Soviet Union was clearly the more 
technologically advanced of communism’s two great pillars and thereby the 
more imposing military threat. So too was the European theater home to poten- 
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tial superpower flashpoints as divisive as a divided Berlin, an arena of great 
(perhaps greatest) concern for American strategists. Yet for reasons explained 
below, presidents from Dwight Eisenhower through Richard Nixon not only 
sustained the wholesale American embargo on trade with China, they also sup- 
ported the Truman-era two-tiered system of multilateral trade controls known 
as the “China Differential”: one list of embargoed and controlled goods for 
the Soviets, another far broader and more draconian list for the Chinese. 
Moscow was officially the more dangerous adversary, but Beijing was treated as 
the greater economic pariah. 

Embargoes work best if widely enforced, yet Washington’s incessant efforts 
to make others toe the American line in this arena ultimately strained relations 
with its closest allies and proved particularly damaging to the Anglo-American 
special relationship. On a visceral level, American leaders consistently judged 
the reliability of their allies by their willingness to conform to American sensi- 
bilities on this sensitive issue of trade with China. As Eisenhower’s secretary of 
defense, Charles Wilson, bluntly explained, “We don’t want to trade with the 
dirty s.o.b.’s, nor do we want the Free World nations to trade with them either.” 
Though fully aware of the impassioned American animus toward trade with 
China, British leaders made no effort to hide their disdain for Washington’s 
economic program in Asia or to disguise their own efforts to promote com- 
mercial relations with Beijing. Whereas American leaders wanted China eco- 
nomically cut off from the outside world, Labour and Conservative strategists 
alike believed Hong Kong especially but also the cash-strapped United 
Kingdom more broadly needed to trade with China (and with other commu- 
nist states) in order to survive. They pushed for Britain to replace the United 
States as Beijing’s most important non-Communist trading partner, even while 
Commonwealth forces suffered more than 4,000 casualties during the Korean 
War. Indeed, London’ extensive participation in the United Nations effort 
notwithstanding, British firms supplied China with fully half of its non- 
Communist trade in 1951, the war’s bloodiest year. 

British analysts ultimately found an ideological justification for what seemed 
at first blush an economic imperative to trade with China despite East-West 
differences. Free trade theorists had long held sway in this trading nation, 
but by the late 1940s, perceptions of Britain’s role in the budding Cold War 
led many in Whitehall to consider Washington’s trade policies in Asia to be 


3. Report by the Economic Cooperation Administration, February 12, 1951, in Foreign 
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emblematic of a dangerous American Cold War belligerency. It was better to 
work for coexistence with the Beijing regime than for its immediate demise, 
successive British policymakers argued, believing implicitly that it was Britain’s 
role to temper the harsher tendencies of Washington’s rabid anticommunism. 
Without temperance and guidance, they feared, an uncontrolled American jug- 
gernaut might stumble headlong into a superpower conflict from which none 
would survive. It was better to “keep the foot in the door” in China through 
trade and whatever contacts proved possible, Foreign Minister Ernest Bevin 
argued. His successors rarely differed from this line. British diplomats con- 
sequently became vocal leaders (publicly and behind the veil of diplomatic 
secrecy) in the growing swell of international opposition to Washington’s 
inflexibility on East-West trade.‘ 

These attacks strained the special relationship nearly to its breaking point. 
In 1954, Britain’s ambassador to the United States, Roger Makins, termed the 
differential debate “more dangerous for Anglo-American relations than any 
single subject since the default on the World War I debts.” Three years later, 
the Joint Chiefs of Staff (JCS) dubbed Britain’s leading role in defiance of Amer- 
ican trade policies to be “a source of constant irritation,” while Thornsten 
Kalijarvi, deputy assistant secretary of state for economic affairs, termed British 
opposition “the most serious problem in the economic defense program.” 
Washington’s reputation suffered from these British attacks, and many Ameri- 
can strategists feared their economic defense program might tumble like a house 
of cards if other countries followed Britain’s lead. Along the Potomac such divi- 
sions led to criticism of perfidious Albion; along the Thames it led to fears of 
an American Manichaeism, that those who were not lock-step with Washing- 
ton in the fight against godless global communism would be treated as enemies 
of the cause.° 

The Anglo-American divide over trade with China thus exemplified larger 
tensions within the special relationship over the proper means of waging the 
Cold War. For the British, these economic and ideological issues invariably 
boiled down to a question of sovereignty: of their right to control their trade, 
their role in the global Cold War fight, and their country’s future course. As 
Makins’ predecessor admitted in 1951, his government was “understandably 
afraid of embarking on a ‘slippery slope’ of being called upon to take one action 
after another in this field.” It was thus unwilling to give American leaders carte 
blanche in simultaneously designing and enforcing the anti-Chinese strategic 
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embargo. For the Americans, conversely, the issue at stake in these debates was 
one of trustworthiness and resolve, and frustration with what seemed little more 
than British intransigence. Secretary Wilson interrupted one National Security 
Council (NSC) discussion to declare himself “completely at a loss” to under- 
stand the British position, as he wondered “how you could love the Chinese 
Communists and fight them at one and the same time.” In Washington’s Cold 
War worldview, allies simply did not aid enemies. In sum, the Atlantic alliance 
that formed the bedrock of the anti-Communist fight repeatedly frayed over 
the regulation of trade with communist Asia, far beyond any similar acrimony 
over trade with Soviet Europe.’ 

The following pages explain American reasoning behind the differential, the 
reasons for British opposition to it, and the way each nation’s regulation of its 
trade with Communist China reflected its own understanding of the efficacy 
and the very morality of trading with totalitarian states during the first half of 
the Cold War. It is a story of each nation’s views of economic warfare during 
this period, one that offers a new interpretation of the Anglo-American split 
over the China Differential. Previous scholars have seen domestic and interna- 
tional politics in Washington’s justification for its harder line on trade with 
the Chinese Communist bloc, and economics largely behind Britain’s push for 
lenient controls. The argument in the pages to follow reveals the underlying 
philosophical motives of those policies more than it rejects those previous 
interpretations. The addition of philosophy to these traditional explanations 
demonstrates the motive behind the rhetoric, as it explains why Washington’s 
anti-Soviet trade controls were directed primarily at curtailing military capa- 
bilities, while anti-Chinese controls developed as a bar to China’s industrializa- 
tion. In a logic best defined as Lockean, American thinkers reasoned economic 
warfare against China might so pain the Chinese people that they would rise 
up in revolt against their own regime, a scheme unused against the largely indus- 
trialized Soviet bloc until the 1980s, and then employed successively against 
post-Cold War adversaries such as Yugoslavia, Iraq, and North Korea. So too 
does this philosophical approach help explain why successive Whitehall gov- 
ernments longed not only to profit from trade with Mao’s regime, but also for 
the benefits of prosperity, believing mounting satisfaction among an increas- 
ingly affluent Chinese populace might help temper their government’s more 
belligerent tendencies. British strategists wanted China to flourish for the same 
reason the Americans wanted it to collapse: because they longed for the kind of 
peaceful relations that could only come through a change in China’s hard-line 
government. Following a brief introduction to the dominant interpretations of 
the Anglo-American split over the differential, the ensuing pages explore the 


7. For “understandably afraid,” see Robert Mark Spaulding, “East-West Trade at the 
Geneva Summit,” in Cold War Respite, eds. Gunter Bischof and Saki Dockrill (Baton Rouge, 
2000), 235. For Wilson, see Memorandum of the 169th NSC Meeting, November 5, 1953, 
FRUS, 1952-1954, XIV:269. 
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way policymakers split along the Atlantic divide over the question of whether 
it was better to feed or starve one’s enemy.* 

This story begins during the initial months of the Korean War, when the 
‘Truman administration first strove to persuade the non-communist world to 
join its ban on trading with Beijing. Their initial efforts proved symbolically 
gratifying, though ultimately unsatisfying. In May of 1951, for example, the 
United Nations General Assembly, at Washington’s strong behest, officially 
branded Communist China an “aggressor state,” and asked members to “apply 
an embargo .. . of arms, ammunition, and implements of war” against the main- 
land regime. Washington did not win consensus on a workable definition for 
“implements of war,” however, leaving each country to regulate its own strate- 
gic exports and thus leaving gaping holes in the economic web surrounding 
China. At a time when some governments considered cotton as strategically 
vital as uranium—and when ‘Truman’s own policymakers were divided as to what 
truly constituted an addition to China’s warmaking capacity—it is not surprising 
that the UN embargo was applied unevenly at best. The General Assembly’s 
resolution consequently symbolized in the State Department’s view worldwide 
“disapproval and condemnation of Chinese communist aggression,” but it 
hardly sealed off China from the outside world.® 

Truly isolating Beijing from the global economy required a far more regi- 
mented approach, and American officials ultimately found direct negotiations 
with their closest allies far more profitable. With Washington’s vigorous prod- 
ding, in July of 1951, the principal members of the Western Community— 
under the formal watch of the cooperative body charged with regulating 
Western trade with the Soviet bloc known as COCOM—developed a series 
of additional export restraints aimed specifically at China. Though few states 
joined Washington’s wholesale embargo on trade with China, American diplo- 
mats won COCOM approval for more stringent controls over industrial and 
technological exports to the mainland regime than were currently imposed on 
Soviet trade. In 1951, for example, COCOM regulated some 260 strategic 
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exports to Soviet-controlled Europe, while CHINCOM, responsible for regu- 
lating Chinese trade, controlled those same 260 items plus 140 more." 

The difference between the COCOM and CHINCOM lists formed the 
China differential, and it was from the first an American invention forged in 
the cauldron of war. China was in direct military conflict with UN forces 
whereas the Soviets (officially at least) were not, the Americans argued, and thus 
its trade should be held to a higher standard lest the West enhance Beijing’s 
military capabilities. Enemies should be destroyed, they pleaded, not aided. 
COCOM regulations already banned the export of military goods to any com- 
munist state (Asian or European), and thus the direct sale of weapons to Mao’s 
army was not at stake in these discussions. Rather, debate centered on export 
of industrial goods and tools capable of producing military material, because at 
the heart of the American position on the differential was recognition that 
China was less industrially developed than the Soviet bloc countries that were 
COCOM*%s initial targets. Such underdevelopment meant even an imperfect 
embargo would not only hinder Beijing’s immediate military capabilities, but 
also prompt “increasingly serious economic difficulties” for Mao’s embryonic 
regime. The best way to simultaneously weaken Beijing’s warmaking capacity 
in the present and to ward off further Chinese incursions in the future, Truman’s 
diplomats argued, was simply to “avoid contributing [to the] development [of] 
China [sic] strength.” The wartime environment added particular moral weight 
to Washington’s arguments, and thus American representatives succeeded 
in gaining limitations on shipments to China of industrial equipment such 
as rolling mills, machine tools, and copper wiring beyond the anti-Soviet 
embargo.” 

That CHINCOM controls were directed largely against industrial exports 
even in the midst of a hot war is key to understanding the ensuing Anglo- 
American divide over this issue. The rhetoric of Sino-Soviet friendship and the 
clear links between the two regimes notwithstanding, the two great pillars of 
global communism were in fact different countries with vastly different eco- 
nomic capacities and needs at the onset of the rgsos. It therefore seemed per- 
fectly rational to American policymakers to hold trade with the two nations to 
different standards. Even while still recovering from the awful destruction of 
World War II (and the damage wrought by Stalinism), Soviet leaders during 
this period possessed the capacity to produce industrial products of their own. 
‘They were an atomic power, a juggernaut in steel and coal. Indeed, Soviet fac- 
tories had manufactured more tanks during World War II than Germany. In 
short, in Washington’s studied opinion, they were already industrialized. 

‘The Chinese were none of these things. Generations of colonial influence 
followed by a half-century of intermittent civil war had left China largely inca- 
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pable of providing its own industrial needs, and largely dependent therefore 
upon imports of basic tools and goods. We “realize that it is neat and logical 
to have a single policy which applies to all areas and all countries,” the chief 
economist of the State Department’s Office of Chinese Affairs explained in the 
summer of 1952. Yet ease of implementation aside, “we do not think the situ- 
ation allows this tidiness at the expense of possible real gains in bringing the 
Chinese communists to terms, in delaying their timetable of industrial achieve- 
ment, or in slowing up their possible aggressive intentions in areas in the Far 
East other than Korea.” The Soviets depended upon the West for only 1 percent 
of their total foreign trade in 1949-50, leading Secretary of State Dean Acheson 
to deem Moscow “relatively so self-sufficient” as to be impervious to a general 
industrial embargo. The initial impetus for the differential was thus to hinder 
Beijing’s military capacity in the midst of a draining military conflict, but smoke 
from the battlefields of Korea did not obscure from American leaders the 
opportunity the war presented to impose broadly damaging long-term restraints 
against Beijing." 

Britain went along with Washington’s leadership in CHINCOM only until 
the end of the Korean War in 1953. Peace in Asia and Stalin’s death in Europe 
combined to produce an opportunity for improved East-West relations, Prime 
Minister Winston Churchill informed Eisenhower, and more immediately, his 
advisers calculated that trade with the communists and with China in particu- 
lar were necessary if the impoverished British were to “keep their nose above 
water.” Churchill’s Conservative government thus sought not only a general lib- 
eralization of strategic trade restraints, as it had since its return to power in 
1951, but also a unification of the CHINCOM and COCOM controls at war’s 
end. If the point of the differential was to keep strategic technologies and “bot- 
tleneck” goods from China, British policymakers argued, it made little sense to 
bar such Western products from the mainland if Beijing could simply acquire 
those same products from the Soviet Union. Moreover, it made little sense to 
the majority of British subjects to treat Beijing’s threat to world peace as greater 
than Moscow’s, though this distinction was clearly implied by America’s strate- 
gic trade controls, when Britain shared a continent with the Soviet bear and 
lived within range of Soviet bombers. Beijing may have been more rabid in its 
anti-Western rhetoric and more bellicose toward its neighbors, but unlike the 
Soviets, it had no real means of projecting military force beyond its immediate 
borders. Neither did it possess the atomic bomb. If anything, Churchill’s cabinet 
contended, controls on China should be less than those imposed on the Soviet 
bloc, not more, and the Foreign Office worked tirelessly after 1953 to see the 


12. For “neat,” see Hope to McConaughy, August 8, 1952, FRUS, 1952-1954, 1:868. For 
Acheson, see NARA, Truman Presidential Library, President’s Secretary’s Files, Subject File, 
Box 159, File: Secretary of State (2), From Acheson to Truman, February 10, 1951. 
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CHINCOM and COCOM lists reconciled as a fundamental part of their efforts 
to see a relaxation of trade restraints." 

‘The Americans would have none of it. Secretary of State John Foster Dulles 
anticipated this postarmistice push for a unified export regime, but though he 
considered Western Europe’s plea for greater commercial access to the Soviet 
bloc at least negotiable, under no circumstance was he willing to condone easing 
sanctions against the Chinese. “If we get an armistice, all hell will break loose” 
with the allies over trade controls, Dulles reminded the NSC six weeks before 
the close of the war. Yet “our policy toward China and Europe were two dif- 
ferent things.” Dulles had no intention of letting peace disrupt the present 
opportunity to hinder Chinese industrialization. Thus the two sides staked out 
unbending positions by the close of 1953, with Washington the leading propo- 
nent of a two-tiered export controls system aimed with vigor at the Chinese, 
and London the leader of a growing movement in the Western community for 
a single unified list. This division would not be resolved until 1957—and it 
would reappear in various forms for another decade still—when Prime Minis- 
ter Harold Macmillan’s government unilaterally broke with the Americans 
(something Anthony Eden had never marshaled the will to attempt) and 
declared its intention to trade with both halves of the Communist world equally. 
“It is very hard to persuade the English that the Chinese are more dangerous 
than the Russians,” Macmillan told Eisenhower. Thus it was very hard for his 
government to treat the Chinese as the greater pariah. France and Japan soon 
followed Britain’s lead, dealing CHINCOM its deathblow. COCOM, of course, 
remained for another generation." 

Previous scholars have typically explained the Anglo-American divisions over 
the China differential in political and economic terms. They explain Washing- 
ton’s continued support for CHINCOM as primarily a political matter: the 
embargo of Red China was to the United States a matter of prestige, symbolic 
of Western resolve in opposing the Communist menace, and an untouchable 
issue in Washington’s virulently anti-Communist politics of the 1950s. “Many 
members of Congress want to crucify anyone who argues in favor of permit- 
ting any kind of trade between the free nations and Communist China,” Eisen- 
hower explained, and he refused to martyr his administration merely to appease 
the British. The differential seemed crucial to American foreign politics as well, 


13. For British noses, see Dobson, US Economic Statecraft, 128. In 1954, Eisenhower con- 
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as visible proof of the country’s unbending resolve in the fight for Asia. “If the 
US either adopts the course of action proposed by the UK [elimination of the 
differential] or condones the unilateral action of that nation,” JCS Chairman 
Admiral Arthur Radford warned in 1955, “our friends and allies in the Far East, 
together with the world as a whole, would view this a prima facie evidence that 
this government is retreating under Communist pressure.” There would be no 
wavering either on Washington’s unilateral embargo or support for multilateral 
restraints, historians who support this political explanation explain, because to 
do so would have been domestically and diplomatically impossible in the era of 
McCarthy.’> 

Britain’s opposition to such stringent measures, conversely, is most often 
explained in economic terms, ostensibly by London’s need to maintain trade 
contacts with the vast if untapped China market both for itself and for its vul- 
nerable colony precariously perched on China’s very doorstep. “Hong Kong 
must trade with the mainland to live,” Herbert Morrison, Britain’s foreign sec- 
retary declared in 1951, and in his own critique of the differential six years later, 
Macmillan reminded Eisenhower that his country lacked America’s luxury of 
picking and choosing its trading partners to suit its whims. “The commercial 
interests of our two countries were not alike,” he said. “We live by exports— 
and by exports alone.” This traditional commercial explanation for Britain’s 
fervent opposition to the China differential culminated in Parliament, as 
support for disbanding the two-tiered export system in order to improve Sino- 
British trade and thus the country’s finances became as strong in British poli- 
tics by the mid-1950s as support for retaining it remained in Washington. There 
had been “a recent layoff of workers at a truck plant in England,” Foreign 
Secretary Selwyn Lloyd warned Dulles in 1956, though “the factory could 
have sold trucks to Communist China, which would have kept the employees 
working full time.” He said “the men were naturally asking why export orders 
could not be accepted which would give them full employment,” and they and 
their leaders were beginning to blame America’s dogmatic enforcement of 
China trade controls for their economic woes. “This China business [eliminat- 
ing the differential] has become almost as much an obsession with us as it 
appears with your Congress,” Macmillan ultimately told Eisenhower."® 
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Both of these traditional explanations for the Anglo-American divide over 
this issue are undeniably true. Politics did drive Washington; economic con- 
siderations proved crucial in Whitehall. Bolstering these historical explanations, 
political scientists have focused on economic warfare’s two most common def- 
initions for their understanding of the differential dispute: first, the imposition 
of trade restraints useful strictly for limiting a country’s military capabilities in 
the midst of a military conflict; second, the imposition of restraints intended to 
cripple an opponent’s economic base and thereby hinder its military potential. 
Scholars have traditionally considered Cold War Britain a reluctant participant 
in the former, endorsing measures aimed only at limiting the Sino-Soviet bloc’s 
military capacity, while they classify the United States a proponent of the latter 
approach aimed at hindering the bloc’s military capacity through assaults on its 
overall economic foundation."” 

Having been developed predominantly in a European context after study of 
Anglo-American discussions over strategic trade restraints developed for use 
against the Soviet Union and its European satellites, however, our understand- 
ing of these positions in Asia remains incomplete. The Soviet Union was largely 
industrialized, and the Cold War in Europe seemed likely to remain a tense if 
nonviolent affair for the foreseeable future. This was not an immediate military 
conflict such as traditionally used to explain definitions of economic warfare. 
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China presents a different case. Whereas Soviet officials longed for access to 
Western technology in order to make their industrial production more efficient 
or their military equipment more lethal, Chinese officials longed to reach what 
political economist Walt Rostow concurrently termed the “take-off” stage of 
industrial development: that moment when gains in productivity begat further 
development. Painted broadly, American officials did not develop their Korean 
War-era trade restraints solely in order to smother Beijing’s military capabili- 
ties, even at the height of the military conflict, and neither did they worry about 
limiting Beijing’s access to truly advanced equipment or bottleneck materials 
as they did with the Soviets. Rather, in a subtle though important difference, 
American policymakers used the opportunity presented by the Korean War to 
construct an economic warfare program designed to retard China’s very indus- 
trialization in order to promote two interrelated goals: internal collapse and a 
break in Sino-Soviet relations." 

Such a fundamental economic assault was only possible because Washington 
encountered a unique moment in Chinese history seemingly well suited to 
outside economic attack. In 1949, Chinese industrial production was but 30% 
of its prewar peak. Its transportation network hardly functioned; inflation 
wracked the country; refugees clogged ports and choked roads; and agricultural 
output was down some 25 percent since 1937. Chaos and the specter of wide- 
spread starvation each loomed ominously close. “We are suddenly confronted 
with the formidable task of economic reconstruction,” Mao lamented upon 
securing power. He did not lament for long. Promising “three years of recon- 
struction and then ro years of development,” the new regime publicly embarked 
at the beginning of the 1950s upon a crash program for economic development 
at an unparalleled pace. “We will industrialize China,” Mao promised, and 
thereby make it both prosperous and independent of foreign influence. His 
planners set awesome goals, calling for annual gains of 15 percent in heavy 
industry, ro percent in handicrafts, and a more modest 5 percent in agriculture. 
Even at the height of the war in 1951 they allocated some 25.6 percent of total 
government expenditures on economic development, a total that rose through- 
out the ensuing decade.” 

This impressive level of investment notwithstanding, Mao’s vision ran head- 
long into a fundamental problem. Postwar China simply did not possess, nor 
could it produce, the tools required to catalyze its own development at such a 
breakneck pace. Mao therefore looked abroad for the equipment he would need 
to make his country independent—ironically, he chose temporary dependence 
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on outsiders so that China could one day supply its own needs—as he sanc- 
tioned trade with both the Soviet Union and the West in order to gain the tools 
necessary to build a modern China anew. In the words of Trade Minister Ye 
Jizhuang, China’s “foreign trade policy” was designed not for profit, the primary 
goal of imperialist trade, but instead to “steadily transform from an agrarian 
state into an industrial nation.” Mao called this program “rash advance” in order 
to illustrate the headlong nature of this “revolution in the technological field” 
developed, he later explained, “so that [we may] overtake Britain in fifteen or 
more years.” Outpacing even America would be next. “Sixty years ago,” America 
“produced 4 million tons of steel,” he said. “We are therefore only sixty years 
behind . . . we will surely overtake it.”’° 

Washington saw in Mao’s unprecedented reliance on foreign materials a vul- 
nerability ripe for assault with both international and internal benefits. On the 
international front, if cut off from Western sources of supply, American ana- 
lysts (correctly) predicted the Chinese would be forced to rely on the Soviets 
for industrial goods, and reliance on the Kremlin’s generosity and limited 
resources (coupled with each country’s limitless supply of cultural superiority) 
might in turn strain Sino-Soviet relations past their breaking point. By driving 
the Chinese and the Soviets closer together, in other words, Western trade 
restraints might eventually help drive them apart. This was a vision espoused 
in Washington since 1950. “Kindness with the West will not tempt them [the 
Chinese] to break away from the Soviet World,” veteran diplomat Charles 
Bohlen preached. “If a break should come, it may be expected to come from 
within.”*' 

Dulles wholly agreed with Bohlen’s analysis even as Acheson initially wavered 
on the best means of derailing Chinese communism. Upon assuming office in 
1953, he helped make promotion of a Sino-Soviet split the Eisenhower admin- 
istration’s long-term goal in Asia. Painful memories of MacArthur’s failed push 
to the Yalu were still too fresh for policymakers to consider a direct military 
solution to their China problem—Ike had campaigned on the theme of ending 
the conflict in Korea, not enlarging it—leading planners to place a premium on 
longer-term strategies for destroying Communist power and the cohesion of 
Communist alliances. “The best hope for intensifying the strain and difficulties 
between Communist China and Russia would be to keep the Chinese under 
maximum pressure,” Dulles argued in 1953. “Pressure and strain would compel 
them to make more demands on the USSR which the latter would be unable 
to meet and the strain would consequently increase . . . this was the course to 
be followed rather than to seek to divide the Chinese and the Soviets by a sort 
of competition with Russia as to who would treat China best.” Dulles’s strategy 
became official policy in November of 1953 with approval of NSC Directive 
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166/1, stating that rather than coddle Beijing in an effort to wean it from 
Moscow with kindness (as London advised), Washington would instead strive 
to “reduce the relative power position of Communist China” by “weakening or 
at least retarding the growth of Chinese communist power.”” 

Washington’s efforts to promote the Sino-Soviet split has been the work of 
much analysis, but what truly drove Washington’s economic warfare strategy 
against China, to far less academic scrutiny, were the anticipated internal ben- 
efits of American policy. American policymakers universally believed commu- 
nism to be as much a flawed economic system as it was a bankrupt ideology, 
and that the structural flaws inherent in any Communist economy made col- 
lapse inevitable. No Communist state would ever be able to meet the guns and 
butter needs of a modern industrial society, they reasoned, and thus American 
strategists designed an economic warfare program for China intended to speed 
the day of that eventual collapse by retarding its industrial growth. So long as 
China’s economy grew more slowly than its requirements, the clock would con- 
tinue to tick toward its eventual demise. The slower China’s economic devel- 
opment, the faster the ticking.” 

All Communist leaders faced the same problem, Dulles argued. “The Com- 
munist leaders [in the Soviet Union] were faced by a dilemma,” he said. “They 
could not reduce their commitments,” and because of communism’s inherent 
flaws “they could not increase their resources fast enough to cover their com- 
mitments. This sort of dilemma leads to a breakdown.” Given its inferior start- 
ing point and the great strains of Mao’s industrialization plans, he continued, 
“Communist China must be in a worse situation.” The United States and 
its allies should therefore “subject Communist China to all the stresses we 
could by applying pressures,” because “external pressures hasten the destruc- 
tive process.” The differential was one such pressure. It might not halt Chinese 
access to industrial goods completely, but it did make growth more difficult, 
and through the differential the Americans hoped to force China to pay extra 
costs (in shipping, uneconomic trade, or industrial shortages) as the price of its 
intransigence.’ 
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Though best seen in Dulles, this fervent faith in communism’s faults, and in 
Washington’s ability to exploit those faults through the differential, dominated 
American thinking in the early 1950s regardless of the party in power. As one 
member of the State Department’s Office of Chinese Affairs explained in 1952, 
“Tt appears clear that China, if it has a real desire for industrial expansion, needs 
the products of Western skill more than the rest of the world needs Chinese 
agricultural raw materials. . . . if this conclusion is valid, there is good justifica- 
tion for the continuation and advancement of the US policy of treating China 
much more harshly than we treat other Soviet satellites.” To thwart China’s 
trade with the West, therefore, was to hinder not only its military means and 
its broader expansionistic capabilities, but also to hurt its entire modernization 
by exploiting communism’s inherent flaws.*5 

While British diplomats argued that the differential was unsound if its goal 
was simply to deny China access to industrial materials available from the 
Soviets, American planners countered that outright denial of strategic goods 
was not the differential’s best point. Rather, the burden imposed by trade con- 
trols made the two-tiered export system truly worthwhile. The NSC calculated 
it cost China more than $200 million a year by the mid-1950s to transport 
CHINCOM goods across Siberia—that is, $200 million more than if Beijing 
had been able to purchase those same materials on the open market from 
Western suppliers. This was, to their estimation, the differential’s real cost to 
Beijing, “sufficient to enable China to increase its imports of capital goods by 
as much as 50%.” This was $200 million that Mao could not direct toward 
industrialization, solidifying his rule at home, or expanding his power abroad. 
As a State Department planning brief of 1956 explained, “Denial of Free World 
goods and service and the additional costs suffered by the Communist China 
economy as a result of the Free World controls impose a loss to both its 
economy and its military development.” This cost was reason enough for 
Dulles, who told a group of American diplomats in 1955, “The higher level of 
multilateral export controls applied against Communist China than against 
Eastern Europe increased the cost of the Chinese Communists of procurement 
of these Differential items through Eastern Europe.” This cost was reason 
enough for Eisenhower as well. “In general, Britain would like to have our con- 
trols on China trade identical with those we observe with respect to the Soviets,” 
Ike recorded in his diary in 1956. “We, on the other hand, have felt that even 
though the Soviets might try to ship considerable quantities of supplies to 
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China, a much longer route and higher expense was involved for the Commu- 
nists” in doing so.”° 

American planners wanted China weak not only to limit its capabilities and 
its relations with Moscow, but ultimately, they wanted China so burdened that 
it might rot from the inside. It is here that we encounter the philosophical 
underpinnings of the China differential, first through Washington’s firm con- 
viction that communism itself was an untenable economic system, and second 
through the American belief that China’s industrialization program, if suffi- 
ciently burdened, would keep Beijing from meeting the sacrosanct purpose 
of all governments, that of maintaining the well-being of its people. American 
economic warfare strategy targeted China’s perceived Achilles heel, Mao’s 
industrialization program, which linked these two convictions.*? 

To thinkers like Dulles, communism was not only a flawed and inefficient 
system, but as he argued before taking office, any country that chose commu- 
nism was destined to fail. China’s overwhelming poverty, industrial backward- 
ness, and mammoth population made this failure all the more inevitable. “It is 
not necessary to reconquer China by subsidizing a vast military operation,” 
Dulles wrote in 1949. “Communism will disintegrate in China, and the Chinese 
themselves will take care of that, because of its inability to solve the problems 
of China.” The tautology seemed obvious enough as to require little explana- 
tion. As the future secretary of state argued in 1950, Communist regimes, like 
“dictatorships[,] usually present a formidable exterior. They seem, on the 
outside, to be hard, glittering, and irresistible.” On the inside, however, “they 
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are full of rottenness.” Mao’s China was not only rotten by the onset of the 
1950s, Dulles believed, but also under tremendous strains. The Korean War 
consumed nearly half of Beijing’s expenditures at its peak, and each of the new 
government’s main tasks (modernizing, fighting the world’s greatest military 
power, or expanding revolution throughout Asia) would have proved daunting 
enough on their own. Taken together, they proved nearly impossible, especially 
given the backward nature of the country’s economy as it stood on the precipice 
of industrialization. ‘That economy was of “subsistence character,” the director 
of the State Department’s Office of Far Eastern Affairs concluded, one warped 
by “serious shortages of managerial and technical personnel.” It had already 
proved far from up to its tasks, as American analysts expected nearly 10 million 
Chinese to starve in 1950 alone. By the close of 1957, this pressure seemed to 
some in Washington to be verging on the unthinkable. “The population of 
China is increasing at the rate of 12 million people a year,” Robert McClintock 
of the State Department’s Policy Planning Staff noted. “Therefore the imme- 
morial balance of nature in China is changing. As the birth rate continues to 
rise and the death rate goes down, there is a strong chance that for once 
Malthus’ theory of the pressure of population on food supply will come into 
practical application.”** 

American planners longed to take China’s difficult situation and make it 
worse, though it is important to recognize that not even Dulles believed it pos- 
sible for Washington to halt China’s industrialization completely. Washington 
was powerful; it was not omnipotent. Rather, American policymakers imposed 
and then later sustained the differential in order to make life harder on China’s 
population, as failure to meet their pressing needs would create a political night- 
mare for the Beijing regime great enough to cause economic collapse followed 
by internal dissent. Reviewing more than a half-decade of American trade policy 
toward China in 1957, a policy of startling consistency despite a change in 
administration, the JCS reminded Defense Secretary Wilson that “the China 
Differential was not designed to strangle trade with Communist China,” espe- 
cially because other countries were unwilling to enforce a complete embargo of 
the country. Goods could always get through, despite Washington’s moral con- 
demnation of those who would trade with Beijing. However, even an incom- 
plete embargo “did serve to retard her industrial growth.” An embargo aimed 
squarely at limiting China’s access to Western industrial tools—an embargo on 
the kinds of goods that distinguished CHINCOM’s 400 controlled items from 
COCOM’s 260—could, according to one Pentagon study, “retard the develop- 
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ment” of modern China. CHINCOM allowed the Free World to “extend the 
present pattern of restrictions [developed for Soviet trade] to include a variety 
of less advanced equipment and materials required by such a backward country.” 
If unable to industrialize, American policymakers believed, Mao’s economy 
would fail to meet his dreams and his country’s basic needs.*? 

American planners believed economic strains would erode communism’s ille- 
gitimate hold on the country, leading to political change. This belief brings 
together the two main philosophical tenets of Washington’s long-term eco- 
nomic policy in East Asia. The first we have seen in Dulles’s firm belief that 
communism was doomed by its own contradictions. The second is far older. 
American leaders of the 1950s believed like a catechism in the Lockean notion 
that a government’s primary role was the sustenance and protection of its pop- 
ulace. Individuals in a state of nature, John Locke wrote, created communities 
by entering into a social contract, but their granting to governments the power 
to enforce those contracts was itself a fiduciary act. If a government violated 
this trust, in other words if it proved unable or unwilling to meet its citizens’ 
most basic needs, then the people had a moral right to resist its power. And 
resist it they would, through protest, dissent, and ultimately through revolu- 
tion. A government unable to fulfill the most basic requirement of upholding 
the welfare of its people thus placed itself “into a State of War with his [its] 
people,” and the people would respond in kind. Though France’s revolution 
offers the classic example of a people pushed to revolt by their unfulfilled mate- 
rial needs, this was also the Jeffersonian logic of the American Revolution, 
embodied in the Declaration of Independence’s claim “that whenever any Form 
of Government becomes destructive of these [popular] ends, it is the Right of 
the People to alter or to abolish it.” An abiding faith in popular opposition to 
tyrannical rule and a government’s responsibility to its citizenry remain basic 
tenets of American foreign policy to this day. Even those American Cold War- 
riors who opposed popular-front movements engendered by opposition to gov- 
ernments unable to meet the needs of their citizens did so out of a firm belief 
that right-wing governments, even if corrupt, were of necessity better for their 
people than left-leaning, socialist, or communist states would be. So too do 
post-Cold War policymakers believe a people sufficiently pained will ultimately 
break the chains that bind them through revolt. 
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This Lockean ideal thoroughly colored Washington’s approach to Cold War 
China. Policymakers such as Eisenhower and Dulles firmly believed that a 
Chinese government unable to satisfy the needs of its populace would be a gov- 
ernment eventually discarded. As Eisenhower’s Steering Committee in East- 
West ‘Trade argued in 1957 in defense of the differential, “It is important to 
keep the Chinese Communist regime under economic (and other) pressures. 
Such pressures add to the strains which can ultimately lead to disintegration; 
the Communist regime has undertaken heavy commitments, and it appears 
probable that it cannot under present circumstances increase its resources fast 
enough to cover all commitments. This kind of dilemma leads to a breakdown.” 
Mao’s unrepresentative government would, if forced, defy the Lockean ideal at 
the heart of republican government by choosing the needs of the state above 
the needs of the people. China’s leaders had already chosen industrialization 
over food, the Americans argued, thereby placing the future needs of their state 
above the immediate material needs of their own people. They would surely do 
so again and with increasing frequency if economically pressed, thus exacer- 
bating the human pain that, Locke instructed, would lead to revolt. “In the case 
of China,” Joseph Dodge, chairman of Eisenhower’s Council of Foreign Eco- 
nomic Advisors, wrote, “we see reports of a nation exporting certain categories 
of food supplies for industrial equipment when there are inadequacies in food 
availability within China. ChinCom [Communist China] is willing to deprive 
its people of the essentials of life and living for other purposes.” Indeed, when 
British leaders sought further trade with China in 1956, Dulles attempted to 
use their own sense of Lockean morality in order to guilt them into canceling 
such deals. “Communist China was short of foreign exchange” he argued, “and 
probably would wish to barter, in which case they would probably offer food, 
letting their own people starve.”3" 
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The key to understanding the philosophical side of the differential is this: 
Washington’s goal in China was of straining the regime’s economy past its 
breaking point, but America’s early Cold War leaders never attempted this par- 
ticular approach with the Soviet Union. Beijing’s nascent industrial economy 
was particularly vulnerable to American attacks, but Moscow’s was not. China 
was “relatively underdeveloped,” one State Department analyst noted, with a 
“state of technology and worker [that] still must go a long way to equal that of 
the USSR.” Though largely obscured by the traditional European focus in the 
scholarship of East-West trade, this comparison is vitally important. Moscow’s 
empire was already too industrialized by the early 1950s for Western policy- 
makers to attempt to forestall its very transformation into an industrial 
economy. Some processes cannot be halted once they have begun. American- 
led constraints on Soviet-Western trade, and in turn American economic 
warfare tactics used in Europe, therefore developed less to halt Soviet industri- 
alization (a process already well completed), and instead began as efforts to limit 
Soviet military capabilities and, only to a lesser extent, to retard expansion of 
the Soviet bloc’s overall economy. As Secretary of Defense Robert Lovett 
explained in 1952, “The present objective of US economic warfare/defense 
measures is to reduce or limit the build-up of military potential within the Soviet 
bloc by economic means...” and the “methods used in the attainment of this 
objective include, for example, the control or denial of strategic commodities, 
including arms, ammunition and implements of war.” This was economic 
warfare aimed at a military, not at a populace. Arguing against any liberaliza- 
tion of East-West trade in 1954, Commerce Secretary Sinclair Weeks echoed 
Lovett’s theme, as he noted the key difference between the China and the Soviet 
controls. “If we let down the bars. . . we are to this extent and degree helping 
build the Soviet industrial war potential and additionally we must understand that 
to a much greater extent we shall be building first the Chinese industrial potential 
and later her industrial war potential.” 

There is, of course, a direct link between a nation’s industrial might and its 
ability to produce arms, but as American policymakers viewed this progression 
as a one-way street, they chose to treat communism’s two halves differently. 
The industrialized Soviets already possessed the ability to produce arms. The 
Chinese were not yet there. “Communist China, on her own,” President 
Dwight Eisenhower's trusted adviser C. D. Jackson explained in 1955 in defense 
of the differential, “would be hard put to it to equip a military division with 
bows and arrows.” This is why NSC 152/2, the Eisenhower administration’s 
first cohesive economic defense statement, made only the hindrance of Soviet 
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military production an American goal. “The system of controls already agreed 
among the US and cooperating nations of the free world substantially satisfies 
our economic defense objectives of retarding the build-up of the Soviet bloc 
war potential and of strengthening the free world relative to the Soviet bloc.” 
This emphasis on the military aspect of Soviet controls stands in sharp contrast 
to those imposed against China, designed, the JCS noted in 1956, for both 
“immediate” and “long-term impacts,” best described as “immediate industrial 
expansion of the Communist Chinese economy.” The goal was to strain China’s 
population to the breaking point with tactics simply unavailable in Europe. As 
Dulles explained in 1953, “We should keep our economic embargo, since it 
appeared to be causing the Communist Chinese economic suffering.” As he 
explained, “The communist regimes are bound to crack. The leaders will fall 
out among themselves, or the people will rise up, or both.” It was important, 
therefore, “to keep the communist regimes under economic and other pressures 
... which will lead to disintegration.” Mao’s rule was both illegitimate and tem- 
porary, he believed, because his was a government “which has liquidated mil- 
lions of Chinese . . . which so diverts the economic resources of its impoverished 
people to military efforts that they starve by the millions.” This was no gov- 
ernment of the people, despite its official name as a People’s Republic. To the 
contrary, Mao’s regime represented only “a tiny minority.” If made miserable 
enough, the Chinese people would eventually throw off the shackles of this 
illegitimate rule. 

The goal of American economic warfare policies against China was there- 
fore to speed the economic collapse that American planners considered 
inevitable, a policy embraced as much by John Kennedy’s New Frontiersmen 
as by conservative ideologues in a Dulles mold. As Walt Rostow, chairman of 
the State Department’s Policy Planning Council, explained to General Maxwell 
‘Taylor in 1962, American economic sanctions had “retarded” China’s industri- 
alization and its economy for “tens of years.” He urged ‘Taylor to relay to 
Kennedy that because of the differential, “for the 1960s Communist China is 
not going to be a major industrial and military power.” He believed American 
restraints the primary cause for this Chinese pain. More importantly, as a con- 
sequence of Beijing’s failure to achieve its economic goals—failures that had 
prompted massive relocations, dire cuts in civilian production, and some of the 
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worst starvation in China’s modern history—Rostow’s analysts detected “strong 
elements of instability” throughout the Chinese population.*+ 

Clearly the cracks were beginning to show in Beijing’s domestic luster by the 
early 1960s. Economic warfare was working, and Secretary of State Dean Rusk 
was not about to let Mao’s government off the hook just as China’s economic 
difficulties seemed ready to explode. “If the US were to relax its trade and 
financial controls against Communist China and North Korea to the level now 
applied against the Soviet Bloc generally,” Rusk warned Congress, “it would 
significantly increase the capacity of Communist China to overcome its eco- 
nomic difficulties.” This was something the United States would not do, despite 
incessant allied criticism. As Rostow noted in 1963, “We have maintained, vir- 
tually in isolation, a position tantamount to economic warfare” against China. 
This brand of economic warfare was aimed squarely at Mao’s “rash advance” 
and squarely at the Chinese people.%> 

It is no understatement to note that British policymakers took a diametri- 
cally opposed stance on the entire issue of trade and economic warfare. Almost 
universally they rejected the efficacy of isolating China from the global 
economy, just as they rejected the wisdom and even the morality of using eco- 
nomic weapons to so pain a foreign people that they might reject their own 
leaders. As Frank Erroll, president of the Board of Trade, explained in 1962, 
“Economic warfare is as out of date as the Zeppelin.” It was outdated, he 
claimed, and had driven a deep wedge in the special relationship for more than 
a decade, as “British public opinion resents American interference in our 
freedom to trade in all countries.” Postwar Britain desperately needed export 
credits, Erroll reminded Macmillan. “Britain, in order to survive, must trade 
with all who pay their bills. “The communists pay, therefore we trade.”° 

Though as previously noted, economic concerns and their corresponding 
political problems should not be discounted when considering British opposi- 
tion to the differential, a different British philosophical conception of trade and 
of development lay at the heart of its divergence with the United States on this 
issue. Whereas American thinkers from Dulles to Rostow to Rusk sought to 
isolate China and thereby drive home its pariah status, British diplomats from 
1949 on consistently argued that contact with Beijing was the best course for 
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future peace. Indeed, it was Winston Churchill, no great lover of Bolshevism, 
who argued in private correspondence with Eisenhower that “trade means con- 
tacts and probably involves a good deal of friendly infiltration which I think 
would be to our advantage from every point of view.” To Churchill’s way of 
thinking, the best thing the West could do regarding China would be to follow 
Labour’s policy of keeping “the foot in the door” of the Maoist regime. Trade 
could maintain contacts, Churchill and Foreign Minister Ernest Bevin agreed— 
even if they agreed on little else—and contacts could in turn promote peace. 
Each believed exposure to the West offered the Chinese the opportunity to see 
all that the West had to offer, and nothing better symbolized the West’s great 
allure than its goods. This sentiment, which may sound downright Clintonian 
to our ears, prevailed in British circles throughout the 1950s and after, leading 
one cabinet committee in 1963 to conclude that trade “offered the most con- 
structive field of Anglo-Chinese relations.”37 

British policymakers therefore took a fundamentally different view of the 
results of Western trade with Communist China. While Washington hoped to 
seal off China from the non-Communist world, British thinkers of the early 
1960s such as Erroll argued “If we cut off or restrict these contacts the effect 
will be to drive the communist countries in on themselves.” Restrictions only 
“build up an atmosphere of suspicion,” and “discourage tendencies toward a 
more liberal and normal regime which it must be our objective to encourage.” 
‘To ensure the permanence of the Sino-Soviet split, one British diplomat 
explained in 1961, “The Free World must take all possible steps to orient 
Chinese trade away from the Bloc and towards the West.” He considered the 
public sale during that year of Britain’s first commercial aircraft to China, for 
example, to be a fundamental “breakthrough.” It would allow China access to 
the world and improve the opportunities for foreign visitors and business 
people; it would allow China an unprecedented level of Western technology; 
and most important it proved China’s willingness to engage the global economy 
as a full paying member. Britain’s Economist magazine was equally enthusiastic 
at the news, and lauded Beijing’s purchase with the praise “Peking man seems 
to be behaving remarkable like Economic man [sic].” It went without saying 
that “economic man” was a rational, safe, and respected member of the global 
community.?* 
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London’s fundamental faith in the liberalizing power of trade went further 
than merely a knee-jerk belief that contacts lead to friendships, and friendships 
to peace. It was instead premised as much on the cold logic of modernization, 
albeit with a different conclusion, as was America’s economic warfare strategy. 
While Washington longed to speed Beijing’s economic collapse by retarding its 
industrialization, London embraced Mao’s economic goals. British policymak- 
ers considered prosperity to be the West’s best friend in China, and America’s 
attacks upon Chinese modernization therefore wholly detrimental to the West’s 
long-term interests in the country. As one British strategist complained in 1961, 
“The use of strategic controls as a measure for delaying industrial development 
of the bloc has no place in the scheme of things. I do not think that this is a 
proposition that is held anywhere in Whitehall (though it is certainly held across 
the Atlantic).” Opposition to this American proposition certainly predated 
the 1960s in British political circles. In March of 1956, for example, Britain’s 
CHINCOM delegation issued a blistering attack against Washington’s position 
on the differential. It was strategically pointless, detrimental to Western trade 
and prosperity, and most of all, an incorrect interpretation of CHINCOM’s 
original intent. “China controls were devised to meet the temporary conditions 
of a local hot war,” London’s representatives argued, “and were not intended,” 
as the Americans promoted, “as long-term measures to inhibit China’s indus- 
trial and scientific advance.”3° 

Unlike their counterparts in Washington, successive London policymakers 
believed success in Mao’s industrialization program would breed a broader sense 
of investment in stability among China’s ever-growing populace. Eager to main- 
tain their good fortune, prosperous Chinese would in turn seek to influence the 
country’s ruling class toward better relations with the West, rather than risk the 
loss of their position through continued conflict and successive crises. It was 
Board of Trade President A. D. Neale who posed the rhetorical question in 
1957 (framed in terms of Soviet trade, though the logic works equally for China) 
of whether “a thin or a fat communist [was] more likely to start a war.” ‘To his 
way of thinking, contentment at home (the fat Communist) bred complacency 
and peaceful relations abroad. “The more prosperous the Bloc the more pow- 
erful will their middle-class become,” he argued, “and it is to the professional 
and managerial classes that we can look to crack the monolithic philosophy of 
communism.” Western trade would only increase Chinese prosperity, and thus 
“the more peaceful trade we do with the Bloc, the more chance we have of weak- 
ening the dictatorship of the militants.” Neale’s successor was equally blunt, 
though more willing to advocate his position in the press. “The Free World 
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should not hesitate to increase its trade with the Communists,” Sir David Eccles 
argued in 1958, “for it is through trade and growing rich together that we have 
the best chance of making them prefer a quiet life.”#° 

‘Though the government’s prime advocates of British business interests in the 
mid-1950s, Neale and Eccles were hardly alone in thinking Communist pros- 
perity offered the best chance of improving East-West relations. Having for- 
mally recognized Mao’s regime in 1950, Whitehall could not simply wish for 
its collapse as easily as the Americans could. British strategists therefore argued 
against America’s economic warfare strategy in China, believing that the West 
had no right to delay the development of a country—home to one quarter of 
the earth’s population—with whom they technically enjoyed peaceful relations. 
In 1956, Lloyd put the issue squarely to Dulles, asking “whether a fat or a thin 
man was more likely to attack,” because “a rising standard of living was likely 
to make people somewhat more fond of eating well and somewhat less bel- 
ligerent.” In Lloyd’s opinion, “It was time to rethink our philosophy of trade 
controls.” It was time to fatten up the Communists.*' 

Hope for contented Communists did not mean the British were willing to 
let trade with the Communist world go unregulated. They believed strongly in 
the first more limited form of economic warfare: restraints aimed at limiting an 
enemy’s military potential. To pursue Lloyd’s and Neale’s metaphor, the British 
wanted China to gain weight, but at a reasonable pace and with a diet that cut 
out the military’s sweets. After the abandonment of the differential, one British 
diplomat argued, COCOM rules were “designed to embargo the most modern 
armaments.” They were not intended to constrain “industrial machinery or 
items which are used predominately for civil purposes.” In the British view, Sir 
Leslie Rowan of the Treasury told an American delegation in 1956, “Trade con- 
trols must relate to military objectives.” Limiting industrial exports was, as we 
have seen, America’s explicit purpose. As far as London was concerned, there- 
fore, by the close of the Eisenhower years, the Americans (in the words of 
one Whitehall policymaker) “might almost have been applying the criteria of 
1951."* 

British support for Chinese development can be seen most clearly in White- 
hall’s firm backing of efforts to inject increasingly complex technology into the 
Chinese economy in the form of increasingly sophisticated British exports. 
When Beijing’s negotiators pondered the purchase of their first British aircraft 
in 1961, for example, the Foreign Office verily pleaded with Vickers to make 
the sale, even at a financial loss. “If this deal goes through it will mean the first 
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major breakthrough in this market,” the head of the British Consulate in Beijing 
reminded the firm. “The Chinese would for the first time be buying really 
expensive and complicated British equipment,” and as he later noted, “if the 
Chinese are prepared to change their policies to the extent of buying British 
aircraft... the purchase, for example, of complete power stations or industrial 
plants in the next few years will not be too difficult for them.” Britain was willing 
to sell such items to a growing China, because Britain wanted China to develop. 
And if British firms made a profit in the process, all the better. 

The Americans, naturally, vigorously criticized not only the potential sale of 
Western aircraft to China, but also the underlying motive that justified sales of 
power plants or whole factories. “We tried very hard to stop the deal,” Assis- 
tant Secretary of Commerce Jack Berhman told Congress, because the tech- 
nology ingrained in the aircraft could help China’s developing economy. The 
planes contained “a level of technology, specifically in terms of circuitry, pro- 
duction technique and prototype potential ...superior to present Chincom 
capabilities.” This was just the sort of equipment Washington wanted to keep 
far from Beijing’s hands, as the Chinese were “not able [to] build such equip- 
ment without outside technical assistance and some imported components.” As 
Robert Komer of the NSC staff explained to his boss, McGeorge Bundy, “Not 
only is joint export control policy at issue, but also that of our attitude towards 
[the] Sino-Soviet dispute.” The sale proved one thing for sure, aside from 
British opposition to America’s continued embargo, Ed Martin, the assistant 
secretary of state for economic affairs, argued: Beijing’s utter disregard for the 
welfare of its own populace. How could China be so utterly un-Lockean, he 
wondered. How could Mao’s regime afford aircraft, when “they needed what 
little money they had for the purchase of food?” The differential had helped 
drive Moscow and Beijing apart, so that the Soviets by 1961 refused to supply 
modern aircraft to their erstwhile ally. Now the Chinese were purchasing 
Western goods they clearly could not afford, thereby further straining their 
people in the name of progress. Economic warfare was working in China 
to both internal and international benefit. Now was not the time for British 
interference. 

This philosophical difference in British and American thinking made 
reconciliation on the critical issue of trade and the China differential virtually 
impossible, just as the dispute reinforced negative perceptions of these other- 
wise intimate allies. Assistant Secretary of State for Far Eastern Affairs Walter 
Robertson recorded being “shocked” at Britain’s position on China trade in 
1956, calling it “a position without principle.” According to Washington’s chief 
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minister in London in 1958, such differences grew from “fundamentally diver- 
gent tendencies between the US and the UK in their evaluation of these [trade] 
controls as they affect East-West relationships.” They nearly caused Macmil- 
lan to abandon COCOM and multilateral trade controls altogether, when in 
response to further American agitations for a renewed differential in 1961, he 
angrily asked: “Could we not consider resigning from all this [COCOM] non- 
sense?” ‘Truth be told, they could not. The ripple effect of such a unilateral 
move upon the special relationship would have been too great to bear, and 
Britain’s need for American support was simply too large to ignore throughout 
the first half of the Cold War. Britain had to pick and choose its battles against 
its sometime benefactor sometime bully across the Atlantic, and in the words 
of one British diplomat, “The Americans tend to regard strategic controls as a 
test of our firmness of our attitude to the Sino-Soviet Bloc, and hence as our 
reliability as an ally.” Still, the American approach left Macmillan wondering, 
“Is there really any purpose in COCOM?” as he considered Washington’s 
approach to the entire question “positively medieval.” 

The Anglo-American division over the China differential so often explained 
in economic and political terms can thus be understood as a difference of phi- 
losophy, as policymakers from each nation held different visions of the conse- 
quences of industrialization and prosperity within China. American leaders 
largely wished for a backward China, one isolated from the world, awaiting its 
own collapse. Communism could not provide the guns and butter required 
simultaneously to win the Cold War and satisfy its own populace, and certainly 
Beijing could not do both if unceasingly pressured while in the midst of its 
massive modernization program. The investments required to industrialize cut 
deeply into the well-being of the Chinese citizenry in the short term. If the Free 
World subsidized those investments through trade and through contact, then 
the more powerful Chinese economy that would follow would last all the 
longer.*° 
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British diplomats developed a contradictory policy, one intended to draw 
China into the world. Put in its simplest terms, British policymakers sought a 
prosperous China, integrated into the global economic system, whose growing 
middle class spawned by a pervasive prosperity might gain sufficient political 
power to temper its hard-line leadership class. As Foreign Minister Sir Alec 
Douglas-Home concluded, “Our trade with the bloc helps the liberal tenden- 
cies, in those countries, which we want to encourage.” The United States 
thought trade could sustain the Chinese system and thereby undermine the 
West’s anti-Communist efforts; the United Kingdom believed such sustenance 
would undermine communism from the inside. Both believed China’s internal 
political structure to be malleable and, more importantly, that they possessed 
the power to influence it. The philosophical difference over the best method of 
influence underlay their bitter division over the efficacy of economic warfare 
against China. So too do they underlie contemporary differences within the 
Atlantic relationship over the efficacy of trade controls aimed at undermining 
totalitarian states. Just as with China during the early Cold War, contemporary 
American policymakers believe it better to pain a foreign people—until recently, 
better to pain than to invade—so that they might overturn their own leader- 
ship. Sanctions against Cuba, Iraq, Iran, Yugoslavia, and North Korea within 
the past generation all bear the mark of this combination of Dulles and Locke: 
that a regime rotten from the inside might so pain its own people in its quest 
to survive that they would rise up in revolt. Sufficient popular suffering, the 
Americans reasoned, might lead to a Lockean solution in each.*” 

American policy toward those Washington would consider tyrants has there- 
fore hardly changed in a half-century. What has changed, of course, is Wash- 
ington’s policy toward China. Where once the country was shunned from the 
American marketplace, now it is a prime trading partner, whose growing market 
is seen as an incubator of American values capable of catalyzing reform elements 
vital to a peaceful future. In our own time, American leaders from Bill Clinton 
to George W. Bush (both, in fact) sound startlingly like one of Churchill’s 
cabinet ministers. “The more China opens its markets,” Clinton declared in 
October of 2000, “the more it unleashes the power of economic freedom, and 
the more likely it will be to more fully liberate the human potential of its 
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people.” The Connecticut president from Crawford said much the same the fol- 
lowing year. “I believe trade will encourage more freedom, particularly when it 
comes to individual liberties. I believe the marketplace promotes values, because 
when people get a taste of freedom in the marketplace, they tend to demand 
other freedoms in their societies.”** 

Each man would relish any comparison with Churchill, yet while fitting for 
contemporary American thinking, the prime minister’s opinions were wholly 
out of step with American policy of the time. Indeed, though there has been a 
transformation of American policy toward China since the 1950s over the ques- 
tion of starving or feeding Communists, it is in fact the perception of China 
that has changed in American minds. There has been no commensurate sea 
change in American thinking on the question of trade with totalitarian regimes. 
‘Today, as in 1950, dictatorships are to be starved, their people so pained that 
they might drive out their tyrants as the enemies of mankind. Believing China 
to be run by illegitimate tyrants during the bulk of the Cold War, American 
leaders wanted the country starved. Having, since Nixon, chosen to engage 
China (whether for bilateral benefit or triangular goals), American leaders now 
want to unleash the transformative power of their free-market ideal, just as they 
had during the first half of the twentieth century. Herbert Hoover, to note 
but one example, believed it better to feed Russia’s starving masses, even those 
living under Bolshevik rule, thinking contented Russians would be less likely 
to follow Lenin. He wanted Russians exposed to the West, and provided with 
John Deere tractors and Singer sewing machines, because, as one of his 
advisers noted, “Bread is mightier than the sword.” Bolshevik Russia, however, 
was already engaged with the United States (if only informally). American 
leaders of Hoover's time believed, as they seem to believe today, that America’s 
greatest strength lies in the power of its ideals best exemplified by its products 
and by its trade. As Foreign Service Officer turned historian Herbert Feis 
noted in 1950, ironically at the very moment of the differential’s instigation, 
“The American people had a hazy, lazy faith that their loans and their invest- 
ments would spread American ideals, foster good will between ourselves 
and foreign countries, encourage disarmament and bring reconciliation and 
peace.” They believed the dollar a “universal balm, good for all people and 
ailments.”# 

All people, that is, save for those living under tyrants. To infuse ideals, one 
first has to engage, and American Cold War policymakers refused to engage 
China’s Communist regime. This was a break with the past, not only with the 
long history of Sino-American relations to that point, but also with America’s 
faith that its trade could surmount all difficulties. That American Cold War 
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rhetoric and policy toward Communist China formed just such a break, and 
that it ran counter to British thinking before and during the Cold War, would 
seem therefore the exception, but only if we first grant that Washington’s 
support for a Lockean economic warfare solution in China fits the pattern for 
the way American leaders deal with those they would consider tyrants. Locke 
would win in a tyranny; trade works best in transforming a country already 
within the reach of American firms and contacts. Either way, the logic and rhet- 
oric of economic warfare that emanated from along the Potomac during the 
early Cold War clearly did not fit with the global perception of trade’s trans- 
formative power as understood along the Thames. This was an issue that 
festered within the special relationship during the early Cold War, presaging 
contemporary divisions within the Atlantic community over the efficacy of sanc- 
tions versus engagement. Indeed, in December of 1961, well before this evolu- 
tion of Sino-American politics though at the height of this apparent anomaly 
of American disengagement, after yet another of round of Anglo-American 
squabbling over the proper regulation of Western exports to Beijing, the head 
of Britain’s COCOM negotiating team exclaimed in exasperation: “As I have 
often suspected, we don’t seem to speak the same language as the Americans.”*° 
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